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Independent Auditor's Report

To the Board of Education of
Paton-Churdan Community School District:

We have audited the accompanying financial statements of the governmental
activities, the business type activities and each major fund of Paton-
Churdan Community School District, Churdan, Iowa, as of and for the year
ended June 30, 2011, which collectively comprise the District's basic
financial statements listed in the table of contents. These financial
statements are the responsibility of District officials. Our
responsibility is to express opinions on these financial statements based
on our audit.

We conducted our audit in accordance with U.S5. generally accepted auditing
standards and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the
United States, Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe our audit
provides a reasonable basis for our opinions,

In our opinion, the financial statements referred to above present fairly,
in all material respects, the respective financial position of the
governmental actrivities, the business type activities and each major fund
of Paton-Churdan Community Schoel District at June 30, 2011, and the
respective changes in financial position and cash flows, where applicable,
for the year then ended in conformity with U.$S. generally accepted
accounting principles.

In accordance with Government Auditing Standards, we have also issued our
report dated January 25, 2012 our consideration of Paton-Churdan Community
Schoeol District’s internal control over financial reporting and our tests
of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial
reporting and compliance and the results o¢of that testing, and not to
provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in
accordance with Gevernment Auditing Standards and should be considered in
assessing the results of our audit.

Management’s Discussion and Analysis, Budgetary Comparison Information and
the Schedule of Funding Progress for the Retiree Health Plan on pages 4
through 12 and 34 through 36 are not required parts of the basic financial
statements, but are supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures,
which consisted principally of inguiries of management regarding the
methods of measurement and presentation of the required supplementary
information. We did not audit the information and express nce opinion on
ic.

Phone: (515) 532-6659
Fax: (515)532-3677
bruce@frinkcpa.com

202 Central Avenue East
P.O. Box 241
Clarion, TA 50525



Sur audit was conducted for the purpose of forming opiniors on the financial statements
that collectively comprise Paten-Churdan Community Schcol District's basic finarncial
stavemenls, We previcusly audited, in accordance with the standards referred to in the
second paragraph of this repcrt, the f{inancial statements for the seven vears ended
Jurnie 35, 2210 (none of which are presented herein) and expressed unqualified cpiniors
ar. —nese firancial statements. Other supplemerntary information included in Scheduies I
through 2, 1s presented for purposes of additional analysis and 1s not a required part
of the basic financial statements. Such information has been subjected to the auditing
procedures applied in our audit of the basic financial statements and, in our cpirion,
is fairly stated irn all materilal respects in relaticn tc the basic financial staterments

taken a5 4 Whule.
+

BRUCE D. FRINK
Certified Public Accountant

Lal



PATON-CHURDAN COMMUNITY SCHOOL DISTRICT

MANAGEMENT' S DISCUSSION AND ANALYSIS

Faton-Churdan Community School District provides this Managerent’s Discussion and Analysis of
its financlal statements, This narrative overview and analysis of the financial ac-ivities
is for the fiscal vear ended Jurne 30, 2011. we encourage readers to consider rthis
irfermstion in corjunction with the District’s financial statements, which follow.

2011 FINANCIAL HIGHLIGHTS

#* General Fund reverues increased from 352,027,304 in fiscal 2010 to 2,158,217 in fiscal
2021, while General Fuand expenditures increased from 52,091,5%3 in fiscal 2010 o
52,122,490 in fiscal 2011.

* Genesral tund revenues increased 6% during the year ending June 30, 221 showing
increases in local and state sources, The increase in expenditures was due primarily
to nermair annual payroll irncreases, Current allowable growth levels are inadequate for
continued grewth in the General Fund.

¢ Tho District collected over 5131,800 in statewlde sales, services and use tax revenues.
This was used for repayment of revenue bonds and a new bus.

¢ Thre Genera. tunc increased over $36,100 partially because of & rebound in revenues as
the Districe had no midyear revenue cuts for the first time in several years, The
Cistrict had cnly a 1% ircrease in expensecs. Cest containrment ressures will be ongoing
2% lnadesuate allowable growth prevents ovon modsest lacreases in exgenses.

USING THIS ANNUAL REPORT

The arnual repcrt consists of a series of financial statements and cther informaticn, as
follaws:

Management’s Discussion and Analysis introduces the basic financial statements and
provides an anslytical overview of thne District's financial activities.

The Government-wide Financial 3Statements consist of a Statement of Ner Assets and a

Statement of Activities., Thess provide information about the activizties of Paton-Churdan
Community 3chocl District as a whole &and present an overall view of the District’s
finances.

The fFurd Financial Statemerts tell hew governmental services were finarnced in the short
term as well as what remalns for future spending. Furnd finarncial statementls report Paton-
Chardan Community School District’s operations in more detail than the government-wide
statements by previding irformation abeout the meost significant funds. The remaining
statements provide finarcial infowmation abour activities for which Paton-Churdan
Commurity Schcool Zistrict acts solely as an agent or custcdian for the berefit of those
outside of the District.

Notes to Financial Statements provide additional information essential tTo a full
uncerstanaing of the data provided in the basic financial statements.

Reguired Supplerentary Information further explains anrd supports the financial statements
with & compariscn of the District’s budget for the year as well as presenting the Schedule
of funding Trogress for the Retiree Health Plan.

Other Supplementary Infcrmation provides detailed informaticn abeout the Student Actiwvity
Funa as well as a multliyear compariscn of revenues and expenditures.



Figure A-1 shows hew the various parts of this annual report are arranged and relate to cne
ancther,

Figure A-1
Paton-Churdan Community Scheool District Annual Financial Report
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Figure A-2 sumrarizes the major features of the District’s firancial statements,
ne portion of the District’s actiwvities they cover and the types of informarion they

CCNTAELL.

Figure A-2

Major Features of the Government-wide and Fund Financial Statements
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REPORTING THE DISTRICT'S FINANCIAL ACTIVITIES

Gover

nment-wide Financlal Statements

The government-wide financizl statements report informatiecr about the District as a whole
asing accounting wethods similar to those used by private-sector companies. The Statement
of Net Assets Includes all of the District’s assets and ligbkilities., AlL of the current
vear’'s revenues and expenses are accounted for in the Statement of Activities, regardiess

of

when cash is recelived or paid.

The two government-wide firancial staterments report the District’s net assets and how they
have changed. Net assets - the difference between the District’s assers and liabilities -
are che way to measure the District’s financial health or financial position. Over time,

ing

reases or decresgses in the District’s net assets are an indicator of whether financial

positvicn ls improving or deteriocratirg. To assess the District’s overall health,
additional ron-Ifirnancial facteors, such as changes in the District’s property tax base and
the corndition cf scheocl buildings and cther facilities, need to be considered.

In

the governrment-wide financial statements, the District’s activities are divided iato

twe Categories:

s  Governmental activities: Most of the District’s basic services are included here,
sucn as regular and special education, transportation and administration. Property
tax and state aid finance mcst of these activities.

* EBusinpess type activities: The District charges fees te nelop cover the costs of
certaln services it provides. The District’s school nutrition program is incliuded
here.

The furd Yinanclial! statements providc more detalled iInformation about the Districu’s

funds, focusing cn its most sigrificant or “maZor®” furds - not the District as a whole,
Funds are accounting devices the District uses tc keep track of specific sources of
funding and spending on particular gprograms. The District has elected Lo present all

funds as "major" funds for clarity of presentation.

Some funds arc reguired by state law ard by bond covenants. The District establishes

(o2

her Ifunds to cocrtrol and manage money for particular purposes, such as accounting for
g ¥

student activity funds, or to shew that it is properly using certain revenues, such as
federal grants.

The District has two kinds of funds:

Sovernmental funds: Most of the District’s basic services are included ir governmenza.
furnds, which generally focus on {1} how cash and cther financial assets can readily ke
converted to cask flow in and out and (2] the balances left av year-end that are
available for spending. Consequently, the governmental fund statements provide a
derailed short-zerm view that helps determine whether there are more or fewer firancial
resources that can be spent in the near future to firance the District's programs.

h
ne

"Dﬂ,‘

T Disurict’s governmental funds include the General Fund, the Special Revenue runds,
t. Lent Service Fund and the Capital! Projects Funds.

Trhe reguired finarcilal statements for governmental funds include a balance sheet and a
statecrent of revernuesz, expenditures ard changes in furd balances

Froprietary funds: Services for which the District charges a fee are generally
wep‘;r.,ed in preprietary funds. Proprietary furds are repcorted in the same way as the
government-wide finarncial statements, The District’s kEnterprise Funds, ore c—ype of
croprietary fund, are the same as its business ;ype activities but provide more detail
and acditicnal information, such as cash flows. The District current.y nas one
Ernterprise Fund, the Zchool Nutritiorn Fund.

r

i



fhe required firancial statements Zor proprietary funds include a statement of net
s§sels, a statement of revenues, expenses and changes in net assets and a statement of
ssh flows,

o

]

Reconciliations bhetween the government-wide financial statements and the fund financial
szatements follow the fund financial statements,
GOVERNMENT-WIDE FINANCIAL ANALYSIS

A_

f

Figur
Jure

below provides a summary of the District’s nebt assets at June 30, 2011 compared to

e 3 be
30, 2010,

Figura A-3
Condensed Statement of WNet Assats
(Expresased in Thousanda)

Governmental Business Type Tortal Tatal
L Activities Activities _ . bistrict Change
June 30, June 30, June 30, June 30,
20611 2ulc 2011 2010 2011 2010 2010-2011
CUTXIBNL &550LS 5 Z,1l2¢ 2,026 21 23 2,147 2,039 E.30x
lapitai &ssets 1,580 1,503 4 7 1,564 _..1l,512 3.44%
Total aszsets 3,686 3,521 25 o0 3,711 3,552 $.51%
Current liabiiities 1,222 1,175 - - 1,222 1,175 4.00%
Non-current llabilaities S05 985 - - 05 535 -8.12%
Toral l-ab:zlities 2,127 2,160 - - 2,127 2,189 -1.533%
det AZsets
lnvested in capital assets,
net of related debrt £6h 525 4 5 SE9 530 26,23%
Sestrocted 211 185 - - 2.1 185 12, 64%
Unrestricted EEE 637 B 21 25 72 67z 4.760%
Toata. nel assets 5 01,599 L, 361 o 30 1,584 1,341 13.87%
Total net assets lncreased by almost 14% in f{iscal year 2011, The primary factor was an

increase in the SGeneral and Maragemert Funds. Tne General Fund increased due to cost
containment measures, The District is using statewide sales, services and use taxes to ecase
the property tax ourden of the PPEL levy as well as for infrastructure projectcs and debt
retirement,



Figure A-4 shows the changes in net assets for the year ended Jure 30, 2011 compared to the

year erded June 30,

R
Ll

Figure A-4
Changesa in Net Assets
(Expressed in Thousands)

Governmental Business Type Total Tertal
Activities hotivities Distroct Change
2011 2019 2011 20190 2011 2819 2810-2011
ROVONUES |
Erograr reveniues:
Crarges for servige
and sales 5 181 iC 28 Z8 209 1494 5.56%
Jperating gracts,
centributions and
restricted interest 412 4EE 40 40 452 508 -10.€7%
General revenues:
Property %ax L 432 - - 1,019 532 G.33%
Income surtax 115 132 - - 115 132 -12.88%
Statewide sales, services
and use tax 1 _Z - - P 123 7.32%
Jnrestricted state grants ' - - 1) 470 4..06%
Unrestricted investment
earn:ngs 3 9 - - - B4 ~44.44%
Othe:r 25 &4 .- - 39 €4 -38.06%
Tutal revenues 2,868 2, 2RE 4 (%] 2.63% 2,434 8,224
Frogram expenses:
Governmental activities:
Instrioction 1,582 1,517 - - 1,582 1,517 4.28=
Support Services [} 988 - - &00 LEE] 2.04%
Won-instructicnal progranms - - 73 67 73 67 8.9€%
Gther expenses iBe 20% - - 15€E 2C5 -5%.27%
Total expenses 2,388 4,310 73 &7 2,461 2,377 2.69%
Change 1n net assets 3 159 6 5} 1 153 57 238.60%
Froperty tax and urrestricied state grants account for 64% of the teotal revenue. The
Cistrict's expenses primarily relate to instruction and support services which account for
23: of the toual expenses. Expenditures in administraticon were decreased and directed intc
the irmatruction area where they will have a more direct impact on student educaticn.



Governmental Activities

Revenues for goverrmental activities were 52,365,454 and expenses were 32,367,527 for the
yesr ending June 30, 2011,

The Icliowirng table presents the total and net cost of the District’s major governmental
actlvities, instructicn, suppcrt services and other expenses, for the year ended Jure 30,
2011 ceompared to the year ended June 30, 2010,

Figure A-5
Total and Net Cost of Governmental Activities
(Exprassed in Thousands)

Total Cest of Services Net Cost of Services
Change Crange
. 2C11 2010 2010-2012 2011 201G 2016-2G:i1
Instcructicn S 1,582 1,517% 4.28% 1,087 962 12.953
Support services [T} 5BE Z2.04% 585 588 -0,51%
Other expenses 186 _ 205 -9.27% 103 124 -1£.94%
Tovrals S 2,3¢8 2,310 2.51% 1,775 L, 674 6,034

For the year ending June 230, 201%:

s  The cost financed by users of the District’s programs was $.80,%68, an increase cf over
65,

¢ Federal and state governmenls subsidized certain programs with grants and contributions
totaling $2693,028,

*» The ret cost of governmental activities was finarcead with $1,019,030 in property tax
and $662,732 in state foundaticr aid.

Business Type Activities

Revenues Ifor busliness type activities durirg che year ended June 30, 2011 were 567,845 and
cxperses totalea 72,635, The District’s pusiness type acuivities include the 3School

Nutritior Fund. enues of These activilles were comprised of charges for service, federal
and state reirbursemsnts and investreny income.

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

£s previously ncted, Paton-Churdan Community Scheool District uses fund acceounting te ensure
and demcnstrate compliance with filinance-related legal requirements.

Trke financizl perfcrmance of the District as a whole is reflected in its governmental funds,
as well. As the District completred the year, its governmental funds reported combined fund
palances of $826,994, a eight percent increase from last year’s endino fund kalances of
$768,738. Tre primary reason was the increase In Gereral and Management Funds as part of
continuing cost contalnrent measures,

Governmental Fund Highlights

» The Distric.'s

g Gereral Fund balance increased due to property Tax ilncreasses and cost
contalrrment measucr

Lres,

¢ With tnhe available PPRL and Capital Projects dollars the District was able to purchase
a bus and make debt payments.



Proprietary Fund Highlights

The Nutritior FPund balance decreased due to flat reverues.

BUDGETARY HIGHLIGHTS

In accordance with the Code of Jowa, the Board of Education annually adopts a budget
fellowirg reguired public notice and hearing for all funds. Altncugh the budget document
presents furnctional area experditures or expenses by fund, the legal level of contrel 1s at
the aggregated functicnzl level, not at the furd or fund type level. The budget may be
amerded during the year utilizing similar statutorily prescribed procedures. A schedule
showing the oricinal znd final budget amcunts compared to the District’'s actual financial
activity 1s included in the required supplerertary information section of this report. Since
the Districn dees not adopt a budget for individua. funds, budgets for the Generazl Fund arnd
madjer Zpeclial Revenue Funds are not presented in Lne budgetary comparisor on pages 34 andg 3%,

Legal Budgetary Highlights

The Cistrict’'s receipts were $16,76% less than budgeted receipts, a variance of 1%, The most
significant variance resulted from the District receiving less in state source revenues than

criginally anticipated.

Total expenditures were less than budgeted in all four functions. This was due in par:t to
ongeoing cost contalinmenrt measures. The District aid not exceed its Gereral Fund unspent
authorized budget.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

AT June 30, 2011, the District had invested ower 51.% millicn, net of accurnulated
depreciation, iIrn a broad range of capital asseus, lncluding land, buildings, athletic
’a ilizies, computers, audio-visual eguipment and Lransportation eguipment, {See Tigure A-6)

fis reproseonts a net ircrease of 4% from last year. More detailed information about =he
Dﬁa_rl:t‘s caglital assets l1g presented in Note 3 to the financial statements. Depreclation
cxpense for the year was S€3,670.

Figure A-6
Capital Assets, net of Depraciation
(Expreased in Thousanda)

Governmental Business Type Tortal Total

e Aotivities Lotivities Cistrict Change

June 30, June 32Q, June 230, June 30,
2611 2010 2011 2010 2211 2010 2019-2011

Land $ 5 5 - - E 5 2.0
3uiidings 1,425 1,464 - - 1,42 1,464 -2.6%%
Furniture and eqguipment 130 35 . 7 124 43 211.63%
Totals § 1,560 1,505 4 ? 1,564 i,512 3.49+

11



Long-Term Debt

During fiscal year 2003, the District Issued 5620,000 of revenue bonds and $473,000 of
capital leoan notes for the installation of gecothermal heating and cooling as well as some
remodelirng. The rovenue bonds will be repaid with proceeds of the statewide sales, services
and use tax. The capital lecan notes will be repaid from the Physical Plant and Eguipment
levy agproved by the voters of the Jistrict. 545,000 of capital loan notes and $40,020 of
revenrnue bonds were pald during the year.

Figurea A-7
Cutatanding Long-Term Cbligations
(Exprassed in Thousands)
Tozal Total

Sistriect . _._._fhange

______ dune 30, June 30,

2011 2010 201C0-2011
Revenue bonds 5 545 RES -6,84%
Capital loar notes 3570 385 ~11.3%%
Oraer post employment benefits 12 5 100.00%
Revenue bonds § 512 575 -10.43%

ECONOMIC FACTORS BEARING ON THE DISTRICT'S FUTURE

At the time these financial statements were prepared and audited, the District was aware of
several exlsting circumstances chat could significantly affect its financial health irn the
future:

¢ The sharing of programs and related cost savings along with allowable growth set by the
state legislature will have a major effect on the Jistrict,

« Allowapkle growth of 2% or less 1s inadeguate to maintain all of the Cistrict’s
educatioral programs at thelr current level. State aild cuts, particularly in midyear
are gausing the District te constantly evaluate its financial vosition.

¢ Iowa law reguires that unsettled =salary negctiations for teachers go toe mandatory
arbitraticn. Irnvariably arbitrated settlements are higher than current levels of
allowakbkle creowth in funding (ret irciuding the budget cuts afzer the contracts have
teen settled and pecple nave been hired,

¢ Unfunced mandates are stretchirg the limits of not only the firancial nealth of the
UDiscrict, put alsc the human resouirces aspect of the District. MNo Cnild Left Behind”,
“"Stucent Achievement and Teacher Quality Act®, and “GASB 347, tc namre a few.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This firancial report is designed tc provide the District's citizens, taxpayers, customers,
irvesteors and creditors with a general overview of the District’s finarces and to demconstrate
the District’s acaountabilicy for the morey it receives., Tf you have guesticns about this
repert or need additicnal financial informaticrn, contact Jina Brincks, District Secretary,
Paton-Churdar. Community Schocl District, 606 Adrian Street, Churdar, Iowa 53030,



Basic Financial Statements



PATON-CHURDAN COMMUNITY SCHOOL DISTRICT

Statement of Net Assets

June 30, 2011

Governmental

Business Type
Aotivities
Scheol

Exhibit A

Activities __HNutritiop Total
Assets
Cash ard pocled investments S 16,260 20,087 166, 357
FReceivanles;:
Froporty Lax:
Current year 11,115 - 11,11¢
Succeeding year 1,164,846 - 1,164d,8B4¢
Income surtax - succeeding year 572,013 - 92,013
Jue from other governments 82,152 - B2,102
Invenicries - 5318 579
Japital assets, rnet of accumulated depreciation 1,565,082 4,694 i,5e4,776
Total assets 3,686,418 25,309 3,711,727
Liabilities
Accounts payakle L7, 483 - 42,483
Accrued interest payable 15,586 - 15,546
Deferred revenue:
Succeeding vear property Tax 1,164,846 - 1,164,846
Long-term liabilities:
Pocrtion due withir ore year:
Capital loan notes 45,000 - 45, 00o
Revenue bonds 443,000 - 40,000
Portion due after one year:
Capital lcan notes 305,000 - 305,000
Woveruo honds ECH, 000 - 505,300
Mot OPES _iability 9,704 - 3,704
Total liabilities 2,127,819 - 2,127,619
Net assets
Invested in capital assets, net of related deb: 665,082 4,654 669,77¢€
Restricted for:
Srudent Activity 10,290 - ZO, 250
Managemert lewy 140, 807 - 149,807
Zchael irnfrastructure 54,835 - 54,835
Phyzica. plant and equipment lewvy 4,802 - , 802
Unrestricrned 682,975 20, €15 03,594
Total net assets 1,558,759 25,309 i,584,108

Sze rotes te financial statements.
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Exhibit D

PATON-CHURDAN COMMUNITY SCHCCL DISTRICT

Reconciliation of the Balance Sheet - Governmental Funds
to the Statermert of Net Assets

June 30, 2011

Total fund balances of governmental funds (Exhibit C} 3 HZG,9%4

Amounts reported for governmental activities in the Statement of Nat Asseats
are different because:

Incorme surtax rezeivable at June 30, 2010 is not recognized as income until
received in tae governmental funds, howewver it is shown as a receivakle in
The Etaterment of Net Assets, S2,013

Japital &ssets used In gevernmental activities are not firancial resources
and, tnerefore, are nct reported as assets in the governmertal funds. 1,560,082

Accrued interest payable on lchg-term liabilities is neot due and payable in
thne current pericd anc , therefcre, s not reportedas a liakility in the
governrental funds. i1Z, 286]

Long-term liapilities, Inciuding ponds, are nct due and payable in the current
pericd and, therefore, are not reported in the tunds,

Capital lcan rotes {350,000:
Fevenue opcnds 1545,000}
Wet COPFB liability (9,704:
Net assats of governmental activities (Exhibit A) S 1,558,785

Zee notesz to firnanclal statements,
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PATON-CHURDAN COMMUNITY SCHOQL DISTRICT

deconciliation of the Statement of Revenues, Expenditures and
Changes 1n Furnd Balances - Governmental Funds
tc the Statement of Activirties

Year ended Jure 30, 20611

Net change in fund balances - total governmental funds (Exhikit E)

Amounts reported for governmental activities in the State of Activities
are different because:

Income surtaxes novt collected for several months after the District's fiscal

year ends are not considered “available" reveruves in the governmental funds

and are included as deferred revenues. They are, however, recorded as revenues

i the statement of activities, this represents the change from the pricor fiscal year.

Capital ocutlays to purchase or bulld capital assets are reported in
gevernmental funas as expenditures. However, those costs are not reported in
the Statement of Net Ncoivities and are allcocated over —heir estimated useful
lives as depreciation expense 1n the Statement of Activities, The amounts

sf capltal cutlays and depreciation expense in the year are as follows:

paymert of lorg-term liacilities 1s an expenditure in the governmental funds,
L ihe repayment reduces long-term liabilities in the Statement of Net Assets.
Cther postemploynent beneflits expenses reported in the Stazement of Activities
do not reguire the use ¢f current financial resources ard, therefore, are not
repcorted as experditures ir the governmental funds.

Interest on leong-term debpt in the Statement cof Activities aiffers from the anmount
repcrted in the governmental funds because interest s recorded as an expenditure

in the Ifunds when due. In the Statement of Activities, interest expense is
recegnized as the interest accrues, regardless of when it is due,

Change in net assets of governmental activities (Exhibitft B}

See nctes ro financial statements.
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Statement ¢f Revenues,

Jrerating revenue:
Lacsl scurces:

Charges for services

Cpervating expenses:

Non-instructional programs:

Focd service coperatiocons:
Salaries
Benefits
Zervices
supplies
Leprecliation

Tzral coperating expenses
Operating (ioss)
Non-cparating revenues:

3tate sources

Federal sources

Interest inceoma
Change in net assets

Net assets rceginning of vear

Net assets end of year

See notesz to finsncilal statemants,

PATON-CHURDAN COMMUNITY SCHCOL DISTRICT

Z¥penses and Changes in Fund Net Assets
Proprictary Fund

Year ended June 30,

Exhibit G
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PATON-CHURDAN COMMUNITY SCHOQOL DISTRICT

Statement of Cash Flows

Propriaetary Fund

Year ended June 30, 7011

Cash flows from operating activities:
Casn reczelved from sale of lunches and breakfasts
Cash payments o employees for services
Cash payments t¢ suppliers for geoods or services

Wet cash (used by) coperating activities

Casn tflows Trom non-capital financing activities:
Srate grants recerved
Federal grants received

Nev cash provided by ncon-cagital financing activities

Cash flocws from investing activities:
Interest on investments

Net {decrease; 1In cash and cash eguivalents
Cash and cash eguivalents beginning of year
Cash and cash equivalsnts end of year

Raconciliation of operating (loss} tc net cash {used by)
oparating activities:
Cperating [less:
Adjusiments Lo reconcile operating (loss) teo net cash
fused by) cperating activities:
PDepreciaticon
Cemmodities used
LCecrease in irverntory

Non-cash investing, capital and financing activities:

During the year ended June 3d, 2011, the District received

See notes to firancial statements.
213

federal commodities

Exhibit H
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(1)

PATON-CHURDAN COMMUNITY SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2011

Summary of Significant Accounting Policies

Paton—-Churdan Community Scheool LCistrict is a political subdivision of the State of Iowa
and cperates public schoels for children in grades kinderoarten through twelve. The
geographic arez served includes the Cities of Faton and Churdan, Icwa, and agricultural
area 1n Greene County. The Discrict is governed by a Board of Education whose members
are elected on a non-partisan basis.

The

District’s financial statements are prepared in conformity with U.S. generally

accepted acccunting principles as prescribed by the Gevernmental Accounting Standards
Board,

H.

Reporting Fntity

For financial repcrting purposcs, Paton-Churdan Commrunity Schnoscl LCistrict has
inciuged 211 funds, crgarnizaticns, agencies, boards, comulissions and authorities,
The Cisctrict has also considered all potential component units for which it is
financially acccuntable and other orgarizations for which the nature and
significance of their relationship with the District are such that exclusicen would
cause the District's financial statements tc be misleadiryg or incomplete. The
Gevernmental Accounting Standards Board has set forth criteria to be considered in
determiring financial accountakility. These criteria include appecinting a voting
majority of an organization's goverring body, and (1) the ability cf the District to
impocse 1ts will on that organization or (2) the potentiazl for the organization to
provide specific benefits t¢ ¢r impose specific financial burdens on the District.,
Paton-Churdan Cormunity School District has no component utnits which meet tLhe
Coverrmental Accounting Stardards Beard crizeria.

Jointly Goverred Qrganizations - The District participates in a jointly governed
orgarizarion that provides services to the District but does not meet the criteria
cf a Zoint verture since there is no crygolng financial interest or responsibility by
the participating governments, The District is a memker of the Greene County
Assessor’s Conference Board.

Basis of Presentation

Government-wide Financial Statements - The Statement of Net Assets and the Statement
of Activities report information on all of the nonfiduciary activities of the
District. For the most part, the effect of interfund activity has beer remcved from
these staterments, Governmental activities, which normally are suppcrted by tax and
intergovernmantal revenues, are reported separately from business-type activirties,
which rely to a significant extent on fees and charges for service.

Trhe 3Statemert cf Net Assets presents the District’s nonfiduciary assets ana
Zzabllities, with the difference repcrted as net assets. Net assets are regorted in
Three categories:

Invested Iin capital assets, net of related debt consists of capital assets, net
of accumulared depreciatior and reduced by outstanding kalances for bonds, notes
ard other debt attributakle to the acquisition, construction or improvement of
Lhose assets.

Restricrted net sssetfs result when constraints placed on net asset use are either
externally imposed or imposed by law through constitutioral provisions or
erabling legislation,

Unrestricted net assets consist of net assets not meeting the definition of the

two preceding categories. Unrestricted net assets often have constraints on
regsourcoes imposed by maragement which can be removed cor modified.

24



The Statement of Activirties demonstrates the degree to which the direct expenses of
a given furnction or segmert are offset by program revenues, Direcr expenses are
those clearly identifiable with a specific function. Program revenues include 1)
charges te customers or applicarnts who vurchase, use, or directly benefit from
goods, services, or privileges provided by a given functicn and 2! gran.s,
contributions and interest restiricied to meeting the operational or capital
requirements of a particular functlon. Property tax and other items not properly
ircluded among program revenues are reported instead as general revenues.

fund Firancial Statements - Separate financial statements are provided for
Joverrmental and proprietary fands, even through the latter are excluded from the
governmentail-wiage financial statements. Majocr individual governmental funds are
reporied as separate cciumrs in the fund financial statements. The District has

alected to present all funds as maior funds for clarity of presentation.
The Bistrict reports the fellowing major geovernmental funds:

Tne Genera. Fund is the general coperating fund of the District. All general tax
reveniues and other revenues not allocated by law or contractual agreement to some
other fund are accounted for ir this fund. From the fund are paid the general
cperating expenditures, including instructional, support and other costs.

The Capital Projects Fund, Statewide Sales, Services and Use Tax is used to
szcount for all resources used in the acquisition and construction of capital

&
facilities.

The Student Activity Fund is used to account for extra curricular activities
conducted on behalf of the students,

The Managemert Levy furnd is utilized for the payment of insurance, unemployment
and zarly retirement perefits.

Tne Capita. Projects Fund, Pnhysical Plant and Equipment Levy is used fer the
acguisition of capital assets {(cver $500) and the maintenance and purchase of
land irprovemerts arnd faciliries,

The Dent Service FPund is used t¢ account for the ayment <f interest anrd
: _ pay
principal orn the District’s lorg-tern debt.

The District reports the following major proprietary fund:

The District's proprietary fund i1s the Enterprise, School Nutritiorn Fung. This
fund is used to account for the food service cperations of tne Discrict.

Measurenment Focus and Basis of Accounting

Trhe government-wide and preprietary fund financial statemenis are reported using the
2CONOMLIC resources measurement focus and the accrual basis of accounting. Revenues
are recorded when earned and expenses are recorded when a liability 1s incurred,
regardless of tne timing of relzated cash {lows. Property tax is recognized as
revenue i the year for whicn it is levied. Grants and similar items are recocgnized
45 rovcnue as scon as all eligibility requirements imposed by the provider have bean
satisflea.

Governmental fund financial statemen.s are reported using the current financial
rescurces measuarement focus and the modified accrual basis of accounting. Revenues
are recngnized asz soon as they are both measurable and availlable. Reverues are
considered to be available when they are collectible within the curreat veriod or
soon enougn thereafter to pay llabillities of the current pericd. For this purpose,
the gocvernment considers revenues to be avallable if they are collected within EC
days after year ena.

Property tax, lntergovernmertal revenues (shared revenues, grants ard reimbursements
from oither governments) and interest associated with the current fiscal period are
&1 considered to be susceptible to accrual. All other revenue items are considered
To e megsurable and avalilakble ornly when cash 1s received by the District.

P
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Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, principal and interest on long-term debr, claims and judgments
ard compensated rbaenﬂes are recognized as expenditures only when payment is due,
Capital asset acquisitions are reported as expenditures in gevernmental funds,
Proceeds of general long-term debt and acquisitions under capital leases are
reported as other financing scurces.

Under the terms of grant agreements, thne Jistrict funds certain programs by a

combina:ion of specific cost-reimbursement grants and general revenues. Thus, when
rogram expenses are incurred, there are koth restricted and unrestricteg net assets
unllﬂbl? w¢ finance the program, It is the District’s policy to first apply cosrn-

reirbursement grant resources Lo such programs and then general reverues.

When an expenditure is incurred in governmental furds which can be paid using either
restricted or unrestricted resources, the Cistrict’'s policy is generally teo first
apply the expenditure toward restricted fund bkalance and then tc less-restrictive
classifications — comritted, assigned and then unassigrned fund kalances.

The preoprietary fund of the District applies all applicable GASE pronauncerments, as
well as the following proncuncements issued on or before Novemker 30, 989, unless
these prencuncements conflict with c¢r contradict GASB pronouncements: Financial
Accounting Standards Beoard Statements and Interpretations, Accounting Princigples
2oard Opinicns, and Accounting Research Bulletins of the Cormittee on Accounting
Frocecure.

Proprietary funds distinguish operating revenues and expenses from noh-operating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in connection with a proprietary fund’s principal
orgelirg orerations. The prircipal operating revenues of the District's Enterprise
Tund are charges to custcmers for sales and services. Cperating expenses for
Erterprise Funds include the cost c¢f sales ard services, administrative expenses,
ana deprecisticon on capital assets. A1l revenues and expenses not meeting this
definitior are repcrted as non-ocperating revenues anrd expenses.

The District maintains its finarcial records on the cash basis. The financial
statements of the District are prepared by making memorandum adiusting ertries o
trie cash basis finarcizal records.

Bssets, Liabilities and Fund Balance

The followirg accourting pollcies are fcllowed in preparing the financial
statements:

Cash, Pooled Investments and Cash Equivalents - The casn balances of most District
funds are pooled and invested. Investments are stated at fair value except for non-
negotliable certificates of deposit which are stated at cost.

or purposes c¢f the statement of cash flows, all shori-term cash investments that
re nighly liguid are considered to be cash equivalencs. Cash equivalents are
eadily convertible Do known amcunts of cash and, at the day of purchase, have a
aTturity date rno longer than three mconths.

Progperty Tax Receivable - Property tax in governmental funds is accounted for using
t7c modified accraal basis of accourting.

Froperty tax receivaple is recognized in these funds on the levy or lien gate, which
is the date that the tax asking is certified by the Board ¢f Eaucation, CJurrent
croperty tax receivable represents unpaid taxes for the current and pricr years.
The succeeding yvear property tax receivable represents taxes certified by the Beard
of Educzation tc be collected in the next fiscal year for the purposes ser out in the
budget for the next fiscal year. By statute, the District is required to certify
its budget in April of each year for the subsequent fiscal year. However, by
statutec, the tax asking and budget certification for the following fiscal year
beccmes elfcective on the first day cf that year. Although the succeeding year
proverty tax receivable has been reccrded, the related revenue 1s deferred In both
the governmen.-wide and fund finarcial statements ard will not be recognized as
revenue untlil the year for which it is levied.
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Property tax revenue recegnized in these funds become due and collectible in
September ard March of rthe fiscal year with a 1%% per month penalty for delinguent
wayments; is based on Jaruary 1, 2009 assessed property valuations; is for the tax
accrual period July 1, 201C through Zune 20, 2011 and reflects the tax asxing
contained in the budget certified to the County Board of Superviscrs in April 2010.

Luc #rom Other Geverrnments - Duc from other governments represents amounts due from
the State of Icwa, varlous shared revenues, grants and reimbursements from cther
jJoverrments,

Inventor.es - Inventories are valuied at cost using the first-in, first-out method
for purchased items and governmert commodities. Inventories of proprietary funds
are recordeda as expenses when corsumed rather than when purchased or received.

Capital hssets - Zapital assets, wnich include property, furniture and eguipment and
intargisles are reported in the applicable governmental cr business-type activities
columng in the government-wide Statement of Net Assets. Capital assebs are recorded

at historical cost, Donated capital assets are recorded at estimated fair market
value at the date of donation. The costs of normal maintenance and repair that do
rot add to the wvalue of the asset or materially extend asset lives are not
capitalized, Caplta: assets are defined by the District as assets with an iritial,
irndividual cost in excess of the following thresholds and estimated useful lives in

excess of twe years. No irntangiple assets were noted that exceedea the threshcld,
Asset Class Amount
Land $ 1,000
Buildirgs 10,000
lmprovements other thean builldings 10, 00
Intangikble assets 50,000
Furniture arnd eguipment:
Zzcncol Mutrizion Tund eguipment 10,000
Otner furniture and eguipmrent 13,020

Camital assets are depreciated using the straicht-line methed over the fellcowing
estimated useful lives:

Estimated
Useful Lives

Assct Class (In Years)
Buildings 50 years
Irprovements other than puilldings 20-50 years
Intargikle assets 5-10 years
Furniture and eguipment 5-15 years

Deferred Revernue - Although certain revenues are measurakle, they are not available.
Available means collected within che current year or expected to be collected soon
enougn thereafrter to be used to pay liabilities of the current year. Oeferred
reveruse 1n the governmental fund financial staterents represents the amocunt of
assets Lhalt have been recognized, but the related revenue has not ceen recognized
since the assets are not collected within the current year or expected to be
collected scon encugh thereafter to be used to pay liablilities of the current year.
Deferred reverue consists of unspent grant proceeds as well as property tax
receivables and other receivables not collected within sixty days after year-end.

PLelerred revenue in the Statement of Net Assets consists of succeeding year property
tax receivable that will not be recognized as revenue until the year for which it is
levied.

Compensated Absences - Zistrict employees accumulated a limited amournt of earned but
unused wvacaticon for subseguent use c¢r for paymenl upon tcocrminaticn, death or
retirement. A liability is recorced when incurred in the government-wide financizl
sratements, A liapility fcr these amounts fs reported in governmentzal fund
finarncial statements only for explaoyees whe hnave resigned or recired. The
compensated absences liability is deemed to be immaterial at June 30, 2011.
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fund =quity - In the governmental fund financial statements, *fund palances are

classified as follicws:

Restricted - Amounts restricted to specific purposes when constraints placed on
the use ol the resources are either externally imposed by creditors, grantors or
state cr federa: laws or impesed by law through constitutional provisions or
enabling legislaticr.

Jnassigned - AlL amcunts not included in other spendable classifications,

Restricred Net Assets - la the government-wide Statement of Net Assets, net assets
are reported as restricted when constraints placed ¢n net assetr use are either
externally imposed by creditors, grantors, contributers or laws and regulaticons of
cther governmernts or are imposed by law through constituticnal provisions or
enabling fegislatian.

|

Budgets and Budgstary Accounting

I're kudgetary comparison and related disclesures are reported as Reguired
Supplementary Infermation. Durirg the year ended June 33, 2011, expenditures did
not exceed the amcunts pudgeted in any cf the four functions., The District 4id not
excead 1its Ceneral Fund unspent authorized budget.

Cash and Pooled Investmeants

The District's Zepesits in banks at June 30, 20311 were entirely covered by federal
depesitory insurance or by the State Sinking Fund in accordance with Chapter 12C of the
Code c¢f Iowa, This chapter provides for additional assessments against the
depositories to insure there will be no loss of public funds.

The District i1s autnerized by staturte to invest public funds in obligatiors of the
United States government, its agencies and instrumentalities; certificates of deposit
or other evidences of deposit at federally insured depository institutiens approved by
the Board of Zducation; prime eligible bpankers acceptances; certaln high ratea
comrerclal paper; perfected repurchase agreements; certain registered cpen-end
management ilnvestment comparies; certain joint investment trusts; and warrants or
improvement certificates of g drairage cgistrict,

Tne Discrict had no investments at Jane 30, 2Ci2
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Capital Assets

Capital assers activity for the year ended June 30, 2011 was as follows:

Balance Balance
Beginnring Ead of
cf Year ncreases Decreases . Year
Governmental activities:
Capital assets not being depreciated:
Lard S 5,000 - - 5,000
Capital assnts peing depreciated:
Buiidings 2,062,179 - - Z2,058.,175
Fuirniture and Eguipment 324,838 11g,812 - 441, 650
Total capital assets peing depreciated 2,416,017 _J1g,812 - 2,532,829
Less agococunulated depreciaticon for:
Buildings 627,104 38,652 - 665, 79¢
Furniture and Equipment 289,270 - 22,641 - 311,851
Total accumulated depreciaticon 916,374 61,373 - 477,747
Tetal capital assets being depreciated, net 1,499,643 55,438 T 1,555,082
Govermmental actlivities, capital assets, net $1,504,643 55,439 B - 1,560,082

Businass type activities:

Furrnitire and equipment 3 22,239 5,163 - 27,402
Less accomulated depreciation . 20,4511 2,287 . - 22,708
Busiress type zctivities capital assets, net 5 1,828 2,866 - 1,694
Cepreciaticn expense was charged to the fecllewing functions:

Governmental activities:

Urallocated 5 81,373

Businsss Type activities:

Feocd service operations g 2,297

Pension and Retirement Benefits

Tre 3Jistrict contributes to the Icwa Public Fmployees Retirement System (IPERS) which
1= a cost-sharing mulviple-employer defined benefit pension plan administered by the
tate of Iowa. ITPERS prevides retirement and death benefits which are established by
“—ate statute to plan members and beneficiaries, IPERS 1ssues a publicly availaple
finarcizl report that includes financial statements and reguired suppiementary
information, The report may be obtained by writing to IPERS, 20 Box %117, Des Moines,
lowa, >0306-9117,

Plan memrbers are required to contribute 4.50% of their annual salary and the Distriect
is required to contribute 6.895% of annual! covered salary. Centribution requirements
are established by state stature. The District's contribution to IPERS for the years
ended June 30, 2011, 2010, and 2009 were 574,301, $69,9%75, and $66,338 respectively,
equal to the required contributions for each year,

Area Education Agency

The District is reqguired by the Code of Towa to budget for its share of special
educaticn support, media and educational services provided through the Area Education
Agency. The Zistricn's actual amount for this purpose totaled $832,0%1 for year erded
June 30, 2001 and is recorded in the Ceneral Fund by making a memorandun adjusting
erLry “o¢ the casn basis financial statements,
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Long-Term Liabilities

Changes in long-term liabilities for the year ended June 30, 2011 are summarized as
follows:

Balance Salance Cue

Beginning End of Withnin

Year Additions Beductions Year Une Year

Revanue Ronds Favables S585,000 - 40,000 545,000 40,000
Capital loan Kotes 325,000 - 45,000 350,300 45,000
Net OPEH Liability 4,767 4,937 _ - 3,704 -
Tota: $984,767 4,937 85,000 504,704 85,000

Fevenue Bonds Payable

Details of the District’'s June 30, 2011 revenue bond indebtedness are as follows:

Year
Erding Bond Issue of September 1, 2007
Jure J.,

Rates Interest ___Principal loctal

2012 4.88= 5 25,820 43,004 €5, 6230
23132 4.88 23,546 45, 000 68,546
2014 4. .88 2.,350C 45, GO0 66, 350
2015 4,88 19,032 5G, 000 69,032
Z01¢ 4.88 16,836 40,000 56,836
£017 4,88 14,884 40,000 54,384
2018 4,08 2,922 40,000 52,932
2019 4.88 =0, 858 45,000 55,858
2027 4.88 8,662 45,000 53, 662
2021 4.88 6,344 50,000 ha, 344
2022 4.88 3,804 50,000 53,904
2023 4.88 1,342 55,000 56,342

Total 5165,3135 545,000 710, 31C

The statewide sales, services and use tax revenue bonds were issued for the purpose of
defraying a porticrn of the cost of school infrastructure. The bonds are payatle solely
from the preceeds cf the statewlde sa_es, services and use tax revenues received by the
Ciscrict. The bornds are not & general obligation of the District. However, Lhe debt
is subiect vto thne constituticnal debt limitation ¢f the District.
The resoluticn providing for the issuance of the statewide sales, services and use tax
revenue honds includes the following provisicrns:

services and use tax shall be placed in a

a2} ALl procoeeds from the statewide sales,

Eeverue Accoun:.

by Any monies remaining in the Revenue Account after the required payments are made may
e used for any lawful purpose.

“ne District has not set aside the regquired reserve palance as of June 30, 2011,
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Capital Lean Notes

Ir. Seprember, 2007 the District issued $475,000 of Capital Lcan Notes to be used for
erergy management projects througnout the District. Payments will ke made from the
Physical Plant and Eguipment Levy.

Details of the Capital Loan Notes are as follows:

Year

Ending Capital Loan Notes aof September 1, 2007
June 30,
Rates Interest Principal Total

2012 3.75% 513,730 45,000 58, 730
2013 3.75 12,042 45,000 7,042
2524 3.8C 10, 356 50,000 60,356
2015 3.50 8,405 50,020 58,405
2016 4,00 6,455 50,000 56,45z
201 4,00 1,455 55,003 59,43%
2018 4.170 2,255 55,000 57,255

Total 357,698 350,000 407,698

Risk Management

Tne District is exposed to various risks of loss related to torts; theft; damage to and
destruction of assets; errors and omissions; injuries te employees and natural

disasters. These risks are covered by the vpurchase of commercial insurance. The
District assumes liability for any deductiblies and claims in excess of coverage
limitaticns, ZEettled claims from these risks have not exceeded commercial insurance

coverage in any of the past three fiscal years.
Interfund Transfers

The detall of Interfund transfers for the year ending June 30, 2011 is as follcws:

Transfer to Trarsfer from Amouont
Debt Service Capital Proijects, Physical Plant

and Equipment Levy 5 67,572
Dabt Service Capital Projects, Statewide Sales,

Zervices and Use Tax 60, 350

Capital Projects, Physical Plant Capital Projects, Statewide Sales,
ard Equipment Levy Services and Use Tax 51,000

Transfers generally move revenues from the fund statutorily required to callect the
resources to the fund statuterily required to expernd the rescurces,

Other Postemployment Benefits (OPEB}

Plar. Description — The Jistrict operates a single-employer retiree benefit plan which
provides mecicel and prescriptiorn drug benefits for retirees and their spouses. There
are 1Z active members and 0 retired members in the plar. Participarts must be age 55
or older at retirement.

The medical/prescription drug benefits are vrovided through a fully-insured plan with
Wellmark. Retirees under sye 65 pay the same premium for the medlical/prescription drug
benefit as active employees, which result in an implicit subsidy and an CPEB liasbility.

Funging Pclicy — The contribution reguirerents of plan members are established and may
be amended by the District. The Bistrict currently finances the retiree benefits plan
O a pay-as-yocu-go basis.

Lad
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Annual COPEB Cost and Net OPEB Obligation - The District’s annual OPEB cost is
calculated based on the arnual reguired contributicn {ARCY of the Cistrict, an amcunt
actuarielly determired in accordance with GASB Statement No. 45, The ARC represents a
level of furding which, if paid on an ongoirg basis, is projected “o cover normal cost
each year and amortize any urfunded actuarial liabilities over a period not to exceed
20 years,

The fecllowirg table shows the components ¢f cthe District’s annual OFZB cest for the
year ended June 30, 2011, the amount actually contributed te the plan and changes in
the Cistric:t’s net CPER obligation:

Annual regzired contribution 55,190
Interest or net OPER Obligaticn 11%
Adjuastrent t£o annual required centribution 13729

Annual CPER lost 4,937
Corntributions made -

Increase in net OPEB okbligation 4,937
Net OPEB cobligaticn beginning of vear 4,767
Net OPEB cbiigation end of vyear 53,704

For calculation of the net OPER cbligation, the actuary has set the transition day as
July >, 2008. The end cof the year net CPEE obligation was calculated by the actuary as
the cumulative differerce between the actuarially determined funding requirements and
the actual contrikbuticns for the vear ended June 30, 2011,

Tne District’s annual CPEB cost, the percentage of annual QFEB cost contrikuted to the
plar and the net CPZB obligaticon as of June 20, 2011 are summarized as follows:

Percentage cof

Year Arnual Annual CPER het CPEB
Ended CPEB Cost Cost Contribured Obligation
Jure 30, 2018 34,767 0.00% 54,767
June 3G, 20°1 34,937 0.00% 559,704
sunded Status and Funding Progress - As of July 1, 2009, the wmost recent actuarial

valuation date for the perieod July 1, 20:0 through June 30, 2011, the actuarial accrued
~izbilicy was $19,662, with ne actuarial value of assets, resulting in an unfunded
acluarial accrued liability (UARAL) of 519,662, The covered payroll (annual payroll of
aclive emplcyees ceovered by the plarn; was approximately 51,225,000 and the ratio of the
UARL to covered payroll was 1.6%. As of June 30, 2011, there were no trust fund
asseLrs.

Actuarial Metnods and Assumptions - Actuarial valuations of an ongoing plan involve
estimates of the value of reported amcunts and assumptions about the probabilizy of
vccurrernce of events far into the future. Examples include assumptions about futire
employment, mortalicty and the health care cost trend. RActuarially determined amcunts
gre subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. The Schedule c¢f Furndirg Prcgress
presentec as Required Supplementary Information, in the section following the Notes to
Financial Statements, present multiyear trend iInformation about whether the actuarial
va_.ade of plan assets ls increasing or decreasing over time relative to the acruarial
accrued liabilities for bkenefits.

Prcjections cf benefivs for financial reporting purposes are based on the plan as
understood by the employer and the plan mrembers and include the types of benefits
provided at the time of each wvaluation and the histerical pattern of sharing of benefit
costs between the employer and plan members to that point. The actuarial methceds and
assumpticons used include tecnniqgues designed to reduce the effects of short-term
volatilitzy in actuaria’l accrued liabilities and the actuarial wvalue of assets,
congistent witn the long-term perspective of the calculations,

As of the July 1, 20809 actusrial valuation date, the frozen entry age actuarial cost
rethod was used, The actuarial assumpricns includes a 2.5% discount rate kbased on the
District’s fundirg policy. The annual medical trend rate is 6%.
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Mortality rates are from the 94 Group Annuity Mortality Table, applied on a gender -
specific basis. Annual retirement and terminaticn probabilities were developed from
information provided by the 2istrict.

The UDAAL is being amortized as a level percentage cf projected payroll expense on an
ocen basis cover 30 years.

Accounting Change/Restatement
Governmental Accounting Standards Board Statement No. 54, Fund 3alance Reporting and

Covernmerital Fund Type Defiririons, was implemented during the year ended June 30,
£0.1. The effect of fund type recrassifications is as follows:

Capital Projects, Special Revenue,
Physical Plant Physical Piant
and Equipment and Equiprent
Levy Levy
Balances June 30, 2010, as previousiy reported s - 32,201
Change in fund type classificaticon por ‘mplementaticn
ol GAEB Statoment No. 54 32,201 132,201
Balances July 1, 2010, as restated §32,20% R



Required Supplementary Information
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PATON-CHRURDAN COMMUNITY SCHOOL DISTRICT
Note to Required Supplementary Information - Budgetary Reporting

Year ended June 30, 201%

This budgetary cormparison is presented as Required Supplementary Infermation in
accordance with Governmental Acceourting Standard Board Statement No. 41 for governments
with significant budgetary perspective differences resulting from net being akle te
prezent budgetary corparisons for the Gereral Fund and each major Special Revenue Fund.

.n accerdarce with the Code of lowa, the Board of Education annually adopts a budget

follewing required public notice and hearing for all funds. The kudget may te amended
during the year utilizing similar statutorily prescribed procedures, The District’s

badget is prepared on a GAAP basis.

Foermal and lega. budgetary contrcl for the certified budgetr is based upon four maicr
clasgses of expenditures known as functions, et by fund or fund type. These four
furctions are instruction, support services, non-instructional programs and other
expenditures. Although the budget document presents functicn expenditures or expenses
by furnd, the legal level of contrel is at the aggregated functional level, not by fund.
The Coze of Iowa also provides that District expenditures in the General Fund may not
excead the arocurt autnorized py zhe school finance formula,

Luring the year ended Jurne 30, 2011, expendirtures did not exceed the amounts budgeted
in any of the four functions. The District did net exceed the General fund unspent
authorizex budget.



PATON-CHURDAN COMMUNITY SCHCOL DISTRICT

Scnedule of Funding Procgress for the

Reliree Health

Plar

1In Thousandsi

Reguired Supplerentary Informaticn

Actuarial JAAL as a
Actuarial Accrued Unfunded Percentage
Year Actuarial Value of Liakility AAL Fiunded Covered of Covered
Ended Valuation Assets {RAL) {CAAL} Ratio Payroll Payroll
June 230, Date {a) 1=} i{h-a) {a/b) [c) [ {b-a)/cl
201¢C Jul 1, 2009 5.8 518 0.0% 51,086 1.7%
2411 Jul 1, 200% J 520 $20 0.0% 51,225 1.6%

See Note 9 In
funzing pelicy,

the azccompanying Notes to Finarncia. Sza
gannual OPEE Cost and Wet O0PEB Cbligation,

See accompanying independent auditcr’s report.
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tements for the plar descripticn,
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Schedule 1

PATON-CHURDAN COMMUNITY SCHOOL DISTRICT

Schedule of Cnanges in Special Revenue Fund, 3tudent Activity Acceounts

Year erded June 30, 2011

Balance Balance
BEeginning Erd of
ACcount cf Year Revenues Expernditures Year

hthlectics g [B26) 4,514 2,980 £89
Mis1c Resale 1252]) 1, %84 823 i
Class of 2012 793 4,009 3,342 1,460
Class of 20.:% 2,874 £G4 3,517 51
Class of 2014 - L, 032 - 1,032
Class of 23013 1,526 1,03% 47 2,508
Miscellaneous L, 656 4,311 5,965 42
Speech/Drama 374 185 zh9 -
Mesical 633 2598 - G3L
Student Ceouncil (3241 558 £34 -
Annual (10,744 8,132 2,641 15,253
Elemertary 7,940 G, 485 10,228 7,147
Student Pop Machine 6,408 BO8 7,26 -
Creerleaders B23 - g212 -
Other Activities 3 481 422 62
Greene Cc., Home o School 41 141) - -
Book Fair 532 2,432 2,450
daticral Honor Scriety _ 1,713 253 %30 1,03¢

Toral 3 13,2030 36,876 ) 42,586 10,290

See sccompanying independent auditor's report.
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BRUCE D. FRINK

Certified Public Accountant

Independent Auditor's Report on Internal Control over Financial

Member: - .
Reporting and on Compliance and Other Matters
» American Institute of Certified Based on an Audit of Financial Statements Performed in
Public Accountants ABccordance with Government Auditing Standards

» lowa Society of Certified

Public Accountants To the Board of Education of the

Paton-Churdan Community School District:

We have audited the accompanying financial statements of the governmental
activities, the business type actiwvities and each major fund of Paton-

Services: Churdan Community Schocol District as of and for the year ended June 30,
_ . 2011, which collectively comprise the District’s basic financial
'ggﬂiggxigfmgﬂg statements listed in the table of contents, and have issued our report
P pardy thereon dated Januvary 25, 2012. We conducted our audit in accordance with
» Year Round Tax Planning U.S. generally accepted auditing standards and the standards applicable to
) finanecial audits contained in Government Auditing Standards, issued by the
» Electronic Filing Comptroller General of the United States,
+ Payroll & Sales Tax
Preparation Internal Control Over Financial Reporting
» |.R.S. Representation In planning and performing our audit, we considered Paten-Churdan

Community School District’s internal contrel over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing
Data Processing Services our opinions on the financial statements, but not for the purpose of
expressing our opinion on the effectiveness of Paton-Churdan Community
School Distriet’s internal control over financial reporting. Accordingly,
« Computerized Finangial we do not express an opinion on the effectiveness of Paton-Churdan
Staterments Community School Districtfs internal control over financial reporting.

Manthiy/Quarterly Write-Up

Payroil Preparation

Bank Loan Assistance . . , . ‘ .
+ Bank Loan Assis Our consideration of internal control over financial reporting was for the

limited purpose described in the preceding paragraph and was not designed
to identify all deficiencies in internal control over financial reporting
that might be significant deficiencies or material weaknesses and,
therefore, there can be no assurance all deficiencies, significant
deficiencies or material weaknesses have been identified. However, as
described in the accompanying Schedule of Findings, we identified certain
deficliencies in internal control over financial reporting we consider to
be material weaknesses.

Plus:

» Over 30 years of Expertise and
Experience

« Evenings & Saturdays Available
by Appaintment A deficiency in internal control exists when the design or cperation of
+ Extended Hours During Tax the contro} does pot al}ow manaqemgnt or employees, in the normal course
Seasan of performing their assigned functicns, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or
a combination of deficiencies, in internal control such that there is a
reasonable possikility a material misstatement of the District's financial
statements will not be prevented or detected and corrected on a timely
basls. We consider the deficiencies in internal contrel described in Part
I of the accompanying Schedule of Findings as items I-A-11 and I-B~1l to
be material weaknesses.

A significant deficiency is a deficlency or combination of deficiencies in
internal control that is less severe than a material weakness, vyet
important enough to merit attention by those charged with governance. We
identified no items which we consider to be significant deficiencies,

202 Central Avenue East Phone: (515) 532-6659
P.(. Box 241 Fax: (515)532-3677
Clarion, 1A 50525 bruce@frinkcpa.com
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Corpliance and Other Matters

Az part ¢ cbtaining reasonable assurance about whether Paron-Churdan Commurity School
District’s financial statements are free of material misstatement, we performed tests
0of Zts compliance with certain provisions of laws, regulations, contracts and grant
agreements, non-compliance with which could have a direct and material effect on the
determination of financial statement amounts, However, providing an opinicn or
corpiiance with those provisiors was not an objective of cur audit and, accerdinagly, we
do nct express such an opinion. The results of our tests discliosed no instarces of
non-compliance or other matters that are required to be repcrted under Goverrment
fuditing Standards. However, we noted cerlaln immaterial instances of non-compliance
cr other matters rthat are described in Fart II of the accompanying Schedule af
Findings.

Cemrents invo.ving statutory and other legal matters about the District’s operaticons
for the year ended June 30, 2011 are pased exclusively on knowledge obtained from
procedures performea during our audit of the financial statements of the Districrt.
Since our audit was based on tests and samples, not all transactions that might have
had an lmpact on the comments were nrecessarily audited. The comments invclving
statutory and other .egal matters are not intended to constitute legal interpretations
cf rthose statures,

Pavor-Churdan Community Scnool District’s responses to findings identified in our sudit
are descriped in the accompanying Schedule of Findings. While we have expressed our
conclusions on the District’s responses, we did not audit Paton-Churdan Community
School District’s respeonses and, accordingly, we express nc oplinicn on them,

Tris report, a public record by law, is intended solely for the infcrmation and use of
the officials, employees and citizens of Patcr-Churdan Community School District and
other parties to whom Paten-Churdarn Community Scheaol District may report, including
federal awarding agercies and pass-through entities, and is not intended to be and
should not be used by anyone other than these specified parties.

We would like tc acknowledge the many ccourtesies and assistance extended to us by

perscnnel of Patcn-Churdan Community Schocl District durirg the course of cur audit,
Should you have any guesticns ccncerning any of the akove matrters, we shall be pleased

to discuss them with you at your convenierce.
2. T
4

BRUCE D. FRINK
Certified Public Accountant
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Part I:

PATON-CHURDAN CCMMUNITY SCHOOL DISTRICT
Schedule of Findings

Year ended Jure 33, 2011

Findings Related to the Financial Statements:

INSTANCES OF NON-COMPLIANCE:

N0 matters were reported.

INTERNAL CONTROL DEFICIENCIES:

I-A-1%

-B-11

Segregation of Duties - During our review of the internal centrol structure, the
exlsting procedures are evaluated in crder to determine that incompatible duties,
from a contrel standpoint, are not performed by the same empleyee, This seqregation
of duties helps tc prevent losses from employee error or dishonesty and therefore
maximizes the accuracy of the District’s financlal statements. We noted that one
individual has custoedy of receipts and performs sll record-keeping and reconciling
functions focr the office,.

Recommendation - We reslize that with a limited number of office employees,
zegregation of duties 1s difficult, However, the District should review thne
operating procedures of the office to obtain the maxirum internal control possible
under the circumstances.

Eesovongse - We will review prccedures and investigate available slternatives.
Conciusion - Response accepted.

Auditor Drafting of the Financial Staterments and Related Footnote Disclosures - As
in prior years, wWe were reqguested to draft the audited financial statements and
related footnote disclosures as part of cur regular auditc services. SAS 115, an
auditing standard from the American Institute of Certified Public Acccuntants,
requaires auditors to communicate this situation as an internal contrcl deficiency.
Ultimately, it is management’s resporsibility te provide for the preparaticn of the
Lisiricl’s statements and footnotes, and the respornsibllity of the auditor to

determine the fairness of the presentatiorn ¢f Those statements. From a practical
standpcirt we dac pboth for you at tLhe same time in connection with our audit, This
is not unusual for us tTo de this with organizations of your size. However, kased on

this auciting standard, it 1s cur responsibility to ZInform you that this deficiency
cculd result in a misstatement to the financial statements that could nave been
prevented cr detected by the District’s management. As in prior years, we have
instructed management to review a draft of the auditcr prepared financial statements
in detzil for their accuracy; we have answered any guestions they might have, and
encouraged research of any accounting guldance in connection with the adeguacy and
apprecpriateness of classification and discicsure in your financial statements, We
are satisfled that the appropriace steps have been taken tc provide you with the
coripleted financial statements.

Recommendation - It is the responsibility of management and those charged with
governance to make the decision whether —c accept the deqree of risk associated with
this ceondition because of cost cr other censiderations.,

Besponse - We feel cur review of the draft firanclals is adeqguate for us to accept
This risk
Conclusion - Response accepted.
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PATON-CHURDAN COMMUNITY SCHOOL DISTRICT
Schedule of Findings

Year ended Jure 35, 2011

Part II: Other Findings Related te¢ Required Statutory Reporting:

II-A-17 Certificd Budget - Expenditures for the year ended June 30, 2011, did not exceed the
amerdea budget amounts in any of the four functions.

IZ-B-11 @gQuesticnable Expenditures - We roted ne expenditures that may not meel the
reguirements cf public purpcse as defined in an Attorney Seneral’s opirion dated
April 25, 13879,

1I-C-11 Travel Expense - No expenditures ¢f District money for travel expenses of spouses of
District officials or employees were noted. No travel advances to District
nfficials cor ermployees were noted,

II-Cb-17 Business Transacticns - No busiress transacticns between the District and District
officials or employees wore ncted,

si-E-11 3Bond Coverage - Surety bond coverage of District officials and employees is in
aceordance with statutery provisions. The amcunt of coverage shou’d ke reviewed
annua:ly To insure that the coverage is adequate for current operations,

IT-F-11 Board Mirutes - We noted ne transactions requiring Board approval which had not been
approved by the Beard,

cI1-G-1. Leposits and Investrents - We noted no instances of nencompiliance with the deposit
and investmert provisions of Cnapter 1ZB and Chapter 12C of the Code of Iowa and the
Jistrict's investment policy.

Li-H-11 Certified Annual Report - The Certified Annual Report was cerzified timely to the
Iowa Department of =Zducaticn.

1I-I-11 Supplementary welghting - Ne varlances regarding the supplementary weighting
certified to the Zowa Departmenrt of EZducaticon were ncted.

TT-J-11 <Cerrified Enrollment - No variances in tne basic enrcilment data certified te the
lcwa Department of Education were rnoted.

11-K-1. <Categerical TFurding - No instances were noted of categorical fundirg bpeing uses to
suprplant rather than supplement other funds.

1I-L-1. Revenue Fund - The District has no:t established the reserve account reqguired by the

revenue bond resolution. In addition, the required mcenthly transfers from the
revenue account to the sinking account were not made by the Districrt.

Recommendation — The District should estabiish the reserve acccunt ir tThe amount
required and make the monthly transfers to the sinking account as reguired by the
Dona resciuticns.

Responge - We will establisn a reserve account and begin making transfers to a
sirmxing account.,

Conclusion - Respconse accepLed,
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PATON-CHURDAN COMMUNITY SCHOOL DISTRICT
Schedule of Findings

Year ended June 30, 2011

Part II: Cther Findings Related to Required Statutory Reporting:

{continued) :

TI-M-12

Statewide Sales, Services and Use Tax - No instarces of noen-compliance with the use

of the statewide ssles, services and use tax revenue provisions cf Chapter 423F.23 of
the Code of Zowa were noted.

Purguant tc Chaptuer 423F.5 of the Code of Iowa, the annual audit is required tc
include cerrtain reporting elements related Lo the statew de sales, services and use
tax revente. Districts are required to include these repor:iing elements in the
Certified Arnual Report {CAR! submitted tc tne Iowa Departmenrt of Educatior., For
the year ended June 30, 2011, vthe Cistrict reported the following infcrration
regarding tne statewide sales, services and use tax revenue in -“he District's CAR:

Regirning balance 3 74,223
rovenues/iransfers 1n:

Sales rax revenue 5131,770

Other lccal revenues _-4,565¢ 46,3606

Zxpenditures/transfers out:

Eguipment 47,178
Transfers to other funds:
Zebt service fund 67,572
Other transfers 51,000 165,750
Ending balance $_54,839

Far the year ended Jure 30, 2011, the District reduced the fcllewing levies as a
result of the moneys received under Chapter 423FE or 423F cf the Code of Icwa:

Fer 51,000 Property

I Taxable Tax

Valuation Dollars
Freperly plant and equipment lewy 5 .56 9,000
Debt Service % .59 53,298
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